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NORWAY - KEY ECONOMIC INDICATORS 
(IN THOUSAND NORWEGIAN KRONER) 


INCOME, PRODUCTION, EMPLOYMENT % Change 1985 % Change 
1984 From 1983 Est. From 1984 
GNP Current Prices 446,618 3. 486,960 
GNP Constant (1984) Prices 446,618 ai 460,623 
Per Capita GNP, Current Prices 107,723 10. 117,170 
Gross Fixed Capital Formation 
(1984 Prices) 114,383 106,018 
Private Consumption (1984 
Prices) 207,997 . 220,535 
Indices: 
Manufacturing Production, 
Excluding Oil and Gas 
(1980 = 100) 99 j 103 4.0 
Average Industrial Wage 
(1979 = 100) 156 ‘ 172 10.0 
Oil and Gas Production, 
Million Tons of Oil 
Equivalents 61. ‘ 63.2 sia 
Labor Force (Thousands) 2,030,000 ‘ 2,050,0001) 1.0 
Unemployment Rate (Percent) a; 3.11) N/A 
Registered Unemployment 66,600 ‘ 54,8001) -17.7 
Population (Thousands) 4,146 \ 4,1561) 0.3 


MONEY AND PRICES 


Money Supply (M2 as of 

lst Qtr.) 235,123 ‘ 276,3241) 17.5 
Commercial Overdraft Rate 

at Year End 12: 5 N/A N/A 
Consumer Prices (1979 = 100) 163. j PB. 5.15 
Wholesale Prices (1981 = 100) 114 j 1211) 6.0 
Average Exchange Rate, NOK 

per U.S.$ 8.16 ‘ 8.751) 7.2 





BALANCE OF PAYMENTS AND TRADE Just Half Year (NOK) 


% Change 1985 % Change 


Bank of Norway 

Gold and Foreign 

Exchange Reserves (6/30) 64,224 38.4 77,723 21.0 
External Central Government 

Debt (12/31) 1,159 -86.5 5001) -56.9 
Balance of Payments, Current 

Account (6/30) 12,660 198.1 15,919 25.7 
Balance of Goods and Services 22,242 57.4 24,548 10.4 
Exports, FOB (6/30) 74,521 19.8 83,899 12.6 

% to U.S. 5.4 N/A 4.6 N/A 
Imports, CIF (6/30) 55,980 12.0 63,608 13.6 

% from U.S. 9.1 N/A 7.5 N/A 


Sources: Central Bureau of Statistics, Bank of Norway, Ministry of 
Finance, Embassy Estimates 


1) Embassy estimate 


N/A: Not available or not applicable 


SUMMARY 


The protracted economic upswing in Norway gained momentum in the second 
half of 1984 and the economy is expected to continue in high gear well 
into 1986. Domestic demand for consumer goods and investments are now 
replacing exports as the prime mover of the economy. The gross 

national product is projected to grow 2.1 percent in 1985 according to a 
spring official estimate, but more recent data point toward a higher 
growth rate. Manufacturing production will show the best overall 
results since 1979 mainly as a result of increased growth in 
manufacturing competing in the domestic market. The labor market is 
showing strong improvement. At the end of September, 2.5 percent of 

the labor force was unemployed and shortages of manpower were registered 
both regionally and occupationally. The consumer price index is 
projected to rise by 5.75 percent in 1985, that is, more than the OECD 
average and indicating further erosion of Norway's competitive 

ability. Norway's exports are projected to grow 4 percent, imports by 
12 percent in 1985, both in terms of volume. The trade balance, 
offshore petroleum excluded has weakened substantially so far this 

year. Still, the current account of the balance of payments is 





expected to show a NOK 20 billion surplus, the second best ever 
recorded. The government in September further liberalized the credit 
market by ending interest rate control on bank lending. In spite of 
the continued high dollar value, which reduces the sales potential of 
many goods, Norwegian offshore and mainland industries continue to 
offer markets for selected U.S. products offering technological 
advantages. 


MAIN IMPORTS FROM THE UNITED STATES JANUARY-JULY 1984 AND 1985 
(IN MILLIONS OF NORWEGIAN KRONER) 


JANUARY - JULY 
1984 1985 


Office Machinery, incl. Data 

Processing Equipment 761.8 1,051.3 
Electrical Machinery 361.8 408.2 
Industrial Machinery 383.5 468.3 
Scientific and Technical 

Instruments 226. 369.8 
Soybeans “ 308.0 
Telecommunications Equipment . 217.8 
Fruit and Vegetables ‘ 92.3 
Grains . 3.5 
Other é 2,584.3 


TOTAL : $.315.5 
Source: Monthly Bulletin of External Trade, Central Bureau of 
Statistics 
TABLE OF ECONOMIC INDICATORS SUMMARY 
MAIN IMPORTS FROM THE U.S. 
I. CURRENT TRENDS 


Norwegian Economy in High Gear 


The economic upswing in Norway, which started nearly three years ago, 
gained momentum in the second half of 1984. The Central Bureau of 
Statistics reports that the gross national product (GNP) growth rate, 





petroleum and shipping excluded, touched 6 percent in the second half 
of 1984 and again in the first half of the current year. Bank of 
Norway's composite economic indicator index has been on an uptrend 
since mid-1983 recording a longer period of continuous growth than that 
achieved during the Labor government's counter-cyclical effort in 
1977-78. The composite index's sub-indices show that manufacturing, 
retail trade, and construction, are the current motive forces behind 
the uptrend. Production of semi-finished goods however did not perform 
as well as other sectors of the economy and continued high imports are 
another source of concern. The economic upturn is expected to continue 
throughout 1985 and well into 1986. 


Average wages per man/year increased at an annual rate of 7-8 percent 
in the first half of 1985. In the same period, the consumer price 
index (CPI) rose at an annual rate of 5.6 percent resulting in a real 
wage growth not experienced since the wage-earners' heydays in the 
mid-1970's. The labor market shows strong improvement and a scarcity 
of manpower is felt in some sub-markets regionally and occupationally. 
The expanded labor market and higher wages and salaries are also 
reflected in tax revenues. Most municipalities project substantially 
increased revenue growth from income taxes in many cases 10-20 percent 
in 1985. 


Although the inflation rate has been more than halved since 1981, 
increases in Norway's price level and wage rates continue to be above 
the OECD average. Thus, Norway's competitive position which has 
deteriorated every year since 1979, is expected to deteriorate further 
in 1985. 


INVESTMENT: OFFSHORE PETROLEUM STILL MOST DYNAMIC INVESTMENT SECTOR 


Offshore petroleum continues the single most dynamic investment 

sector. At an estimated NOK 34 billion, up 20 percent over 1984, 
offshore petroleum investment account for roughly 30 percent of total 
gross capital formation in Norway in 1985. Several major offshore 
projects are underway, notably Gullfaks I, Oseberg, Ula, Heimdal and 
the completion of Statpipe and this activity is a strong stimulus to 
the rest of the economy. Domestic goods and services currently account 
for about 70 percent of total offshore investments. 


In spite of strong growth in personal income, home building remains 
low. The trend in the first half of the year indicate housing starts 
of about 26,000 units in 1985 or about the same as in 1984. In the 
1970's and until 1982 annual housing starts varied between 35,000 and 





40,000 units. However, the average floor area of the dwellings is now 
on the rise as are urban renewal efforts in the larger cities. Other 
investment in the building and construction sector remains high. 
Building and construction for industry and trade and public authorities 
in the first five months was 21.6 percent above the comparable period 
last year. 


According to the Central Bureau of Statistics’ latest investment 
survey, Norwegian companies appear to view the future with optimism. 
Following a 20 percent nominal increase in 1984, manufacturing firms 
plan further 20-25 percent growth in capital spending in 1985 which, 
corrected for inflation, represents 15-20 percent real growth. Current 
investment plans for 1986 are even higher (more than 50 percent up) 
and, even though such plans normally include projects that will have to 
be shelved, the growth in 1986 manufacturing is likely to at least 
match the 1985 figure. The investment survey indicates that Norway's 
export industries will account for a larger part of the total in 1985 
than in 1984. Export industry companies plan NOK 4.2 billion in 1985 
capital spending, up 75 percent over 1984. Investment in metals, 
notably aluminum, and, chemicals will account for about 80 percent of 
this total. Export industries' recorded NOK 5.4 billion in profits in 
1984 (compared with NOK 2.5 billion in 1983 and an average of NOK 1.0 
billion in 1980-82) will be sufficient to support an ambitious 
investment program. 


STRONG IMPROVEMENT IN LABOR MARKET 


The labor market is showing strong improvement. According to the 
Central Bureau of Statistics, demand for labor continues to increase, 
particularly in the service industries. Demand for additional labor is 
less in manufacturing where higher productivity and longer working 
hours will result in increased capacity utilization. The bureau 
projects a two percent growth in the number of hours worked in 1985, 
the largest increase ever recorded. Registered unemployment fell 
through the spring to a low of 2.7 percent of total labor force. The 
rate edged up in the following months however as a result of a 
temporary reduction in labor market relief measures (retraining, 
public employment measures, wage support for low-wage industries). In 
addition, the end of the school year resulted in youth entering the 
labor market after completing their education. At the end of September 
43,200 persons were unemployed, or 2.5 percent of the labor force. 
Compared with one year earlier, unemployment was down about 30 percent, 
and the number of registered vacancies were 50 percent higher than at 
the end of September 1984. 





PRICES AND WAGES 


The rate of inflation as measured by the consumer price index (CPI) 
leveled out at 5.5 to 6 percent in the late fall of 1984. In the 
twelve month period to August, the CPI rose 5.6 percent. The official 
estimate for the full year is 5.75 percent which, judging by the 
vigorous economic activity and the strong wage drift and the sharp 
money supply growth in recent months, may be on the low side. 


Wages in manufacturing increased strongly in the first half of 1985 
despite a so-called zero national wage settlement last spring. Hourly 
earnings for male workers in manufacturing rose by 9.4 percent in the 
first quarter, by 9.1 percent in the second quarter compared with 
corresponding periods in 1984. This was due to wage overhang (wage 
increases given at the end of a year and taken full effect 
statistically the following year) and wage drift (company wage 
settlements) substantially higher than envisaged in the national wage 
settlement and a result of a tight labor market. If this trend 
persists in the second half of the year, the cost gap between Norway 
and her trading partners may reach the historical level of ten years 
ago. 


CONSUMERS ON A BUYING SPREE 


Spurred by rising real disposable income and liberal supplies of credit 
for consumer loans, consumer demand picked up in the spring and summer 
of 1985 following a couple of years of very slow growth. Compared with 
one year earlier, the value index for retail sales was up 15.2 percent 
in July. Corrected for inflation sales thus jumped nearly 10 percent. 
Private cars, gasoline and holiday travels abroad are the leading 
demand components. Car dealers expect sales of private cars to rise 40 
percent in 1985 (110,400 units sold in 1984). Data for the first five 
months of the year indicate that holiday travels abroad may increase by 
as much as 25 percent in 1985. (More than half a million Norwegians, 
or 12-13 percent of the population, bought package tours mainly to the 
Mediterranean and the Canaries in 1984). 


The general growth in private consumption has also had a favorable but 
uneven impact on domestic production and employment. However, the 
import data for consumer products reveal that manufacturing's domestic 
market shares are shrinking. This is particularly true in regard to 
textiles and clothing, paper products, furniture and fruit and 
vegetables. 





MANUFACTURING FOR DOMESTIC MARKET ON UPTREND 


Manufacturing output in May-July stood at 13.2 percent over the 
corresponding three month period in 1984 and 1985 will show the best 
overall results since 1979. The composition of manufacturing output is 
changing however, as the export industries’ output has slowed relative 
to other sectors. This reflects the fact that the stimulus to Norway's 
continued economic growth now comes from a strong resurgence of 
domestic consumer demand rather than from foreign demand for Norway's 
exports. Offshore production of oil and gas is projected to increase 
5.6 percent to 66 million tons of oil equivalents in 1985, an all-time 
record. 


FOREIGN TRADE: STRONG IMPORT GROWTH 


Compared with the corresponding period in 1984, the traditional 
commodities (excluding petroleum products) export volume increased 8.4 
percent in the first half of 1985. Most of this growth was experienced 
in the first quarter however. The strong growth in exports to the U.S. 
in 1983 and 1984 was substantially reduced in the first alf of 1985. 
Exports to west European markets continue to rise but at a slower pace 
than in 1984 resulting in a shrinkage of Norway's market shares in this 
important market. Despite the recent sluggish export performance, the 
Bank of Norway expects 4 percent growth in the export volume in 1985 
(compared to 5.1 percent in 1984). The volume of imports, which has 
shown strong growth since early 1983, rose 7 percent in the first half 
of 1985. The rise is especially spectacular for both raw materials for 
domestic production and for finished products. Based on the strong 
growth in domestic demand expected for the rest of the year primarily 
from consumers, continued strong import growth and further reductions 
in domestic market shares are likely. The Bank of Norway projects an 
import volume growth of 12 percent for the full year. The trade 
balance, excluding petroleum exports, weakened so far this year and the 
1985 trade deficit is officially projected at NOK 50 billion, compared 
with NOK 38 billion in 1984. Lower imports of ships, higher net 
freight earnings and offshore petroleum income, and lower net interest 
payments point toward a NOK 20 billion surplus on current account. In 
1984 the current account recorded an all-time record surplus of NOK 
26.4 billion. 


MONEY AND CREDIT -- NORWAY ENDS INTEREST RATE CONTROL 


Until recently, Norwegian authorities imposed direct ceilings on 
lending and exercised a variety of controls over interest rates. In 





addition, the regulation of the money and securities markets was 
stringent. A gradual process of liberalization, beginning in 1980, was 
furthered in 1984 with the removal of direct controls on bank lending, 
the elimination of mandatory bond holdings by commercial and savings 
banks, and an easing of certain other regulations. Even so, most 
interest rates continue to be tightly controlled. Bank lending, on a 
sharp uptrend in 1984, continued to grow during the first half of the 
current year. Up to the end of July lending growth reached NOK 22 
billion, which exceeded the government target for the whole year. On 
September 25 the government repealed its so-called interest rate 
declaration which stipulated a ceiling of 12.6 percent per annum for 
interest rate and commission on short-term commercial loans from 
commercial and savings banks, 12 percent for medium and long-term loans. 


IMPLICATIONS FOR THE U.S. 


The U.S. ranks fourth (after Sweden, FRG and UK) among Norwegian 
suppliers. Imports from the U.S. totalled 0.6 billion dollars (by 
Norwegian statistics) in the first seven months of 1985, a drop of 
about 12 percent. The bulk of the decline reflected a higher average 
dollar rate this year; the kroner value of the imports was virtually 
unchanged. Norway's exports to the U.S., which recorded a 5 percent 
drop in kroner value in January-July, dropped 18 percent in terms of 
dollars. 


Even with increasingly sophisticated Norwegian expertise, the offshore 
oil and gas industry needs the best in U.S. technology, goods and 
services to cope with difficult physical conditions. The U.S. can 
retain and expand its market position, either via direct sales or 
through licensing agreements with local firms. At the same time, the 
Embassy has noted greatly increased interest on the part of Norwegian 
firms in licensing and joint venture arrangements and direct investment 
in the U.S. 


There is widespread recognition by government, business and labor that 
Norway must intensify its efforts to increase productivity and minimize 
costs if it is to improve the competitiveness of its traditional export 
industries. Some U.S. goods can aid in this drive for efficiency, and 
product areas that look bright for U.S. firms include: offshore oil 
and gas equipment; industrial control and scientific instruments; 
computers; peripherals; and computer software; communications 
equipment; and electronic components. U.S. firms should also continue 
to have good prospects for supplying civil aircraft for offshore and 
Norwegian domestic routes, and (hopefully) to the Scandinavian Airlines 
System operated by Norway, Sweden and Denmark. 





Recent decrease of the dollar value also makes American consumer goods 
attractive among Norwegian importers and agents. In the agricultural 
sector, the United States is a significant trading partner for Norway: 
18 percent of its agricultural imports and 8 percent of its 
agricultural exports are with the United States. Soybeans are the main 
import commodity (38 million dollars from the U.S. in January-July), 
accounting for about half of total agricultural imports from the U.S. 
The most important agricultural export to the United States is cheese 
(the U.S. accounts for about two-thirds of Norway's cheese exports). 
Despite Norwegian policies to protect the small farm population, there 
is reasonably a good market for U.S. agricultural products, although 
increasing Norwegian grain production makes Norway less dependent on 
the import of grains. 


The American Embassy in Oslo is well equipped to assist American 
business visitors. Working closely with the U.S. Department of 
Commerce and its 42 district offices, or through the Department of 
State and other Washington agencies, the Embassy supplies much basic 
information to the U.S. business community. Through excellent in-house 
facilities, the Embassy can provide a convenient forum to introduce new 
products and services to this small but affluent market. In August 
1986, the U.S. Government will once again participate in "Offshore 
Northern Seas" in Stavanger. This event offers an excellent 
introduction to Norway's offshore oil and gas industry. A catalog show 
featuring automotive parts and accessories will be arranged in the 
Embassy in January, 1986 and a mid-Atlantic fisheries trade mission is 
scheduled to visit Norway in April of 1986. 





You might be, if you don’t have current, up-to-date in- 
formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 
YOU Trends and their Implications for the United States 


offer country-by-country reports with the information 
RTING you need to succeed in overseas business. 
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investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 
information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 
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